British Columbia Q3, 2017
Residential Sales Summary
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Report prepared by economist WILL DUNNING. Views expressed by Will Dunning are his own and do
not necessarily represent those of Landcor Data Corporation. Will Dunning operates a consulting firm that
specializes in analysis of housing markets.

BC Housing Market Overview
A strengthening economy is contributing to improved housing demand in BC. Even with a jump in sales in
the third quarter, the sales trend (shown by the line labelled “Poly.”) is still below the level of a year ago, and
is substantially below the pre-recession peak.
Figure 1

Taking a quick look at some key factors:
Job creation (see Figure 3) has been relatively strong during the past five years, and has strengthened
further during the past two years. The rate of growth has not returned to the pre-recession peak, but that
was arguably a period of unsustainable over-heating. Job growth is now quite healthy and this in itself is
favourable for sustained housing demand. The healthy provincial economy supported the gradual sales
growth that happened during 2014 to 2016. And, it is now supporting a recovery from the foreign buyers’ tax.
(The chart of employment growth uses data from Statistics Canada’s Survey of Employment, Payrolls and
Hours, as the data from the more widely-utilized labour Force Survey is less reliable.)
The positive effects of this job creation should continue to build. There are, however, two emerging negative
factors.
•

Mortgage interest rates increased during the summer (see Figure 2), to 3.0% by the end of the third
quarter. Additional rises have brought the typical rate for 5-year fixed rate mortgages to 3.4% as of late
November (up by about three-quarters of a point from the lows seen during 2016). Rates for variable
rate mortgages have also increased by 0.4 to 0.5 points. At present, home buyers are still able to take
advantage of lower pre-approved rates, but once this effect is complete, sales could fall by 5-10%.
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BC Housing Market Overview (cont’d)
•

The second negative factor is that the Office of the Superintendent of Financial Institutions (“OSFI”)
now requires that all non-insured mortgages by federally-regulated lenders must be stress-tested at
the higher of the contract mortgage rate plus 2 points or the posted rate published by the Bank of
Canada. Combining this with the stress test that is already required for insured mortgages, about
80% of all home purchases will be subject to a stress test. This combined requirement is likely to
reduce home-buying, also by 5-10%.

The combination of two dampening factors is likely to reduce home sales by 10-15%.

Figure 2

Figure 3
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BC Housing Market Overview (cont’d)
Population growth has also strengthened, although estimates from Statistics Canada suggest that the
growth rate is still below the pre-recession level (see Figure 4). This also helps to explain why housing
activity is still below the pre-recession peak.
Figure 4

While the economic fundamentals are currently quite positive for housing markets in BC (especially the
impressive rates of job creation and population), it is difficult to be strongly optimistic about the outlook for
2018.
•

It appears that the foreign buyers’ tax continues to have a dampening effect.

•

Increased mortgage interest rates will soon start to weigh on home buying.

•

The duo of mortgage stress tests is likely to have a similar dampening effect.

These factors probably won’t have much impact on the fourth quarter numbers, which could be impressive.
But, the first and second quarters of 2018 may bring a slowdown.
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Census Data on Home Ownership in British Columbia
More data has been released from the 2016 Census.
The data on housing tenures (owning versus renting) shows that the home ownership rate in Canada has
fallen, from 69.0% in 2011 to 67.8% in 2016 (a drop of 1.2 percentage points). The ownership rates fell in
all provinces except for Quebec (which eked-out a meagre gain of just 0.1 point). The largest drop was in
Prince Edward Island (3.2 points).
In BC, the ownership rate fell by more than the national average, from 70.0% in 2011 to 68.0%, a reduction
of 2.0 points.
As is shown in the chart, for BC ownership rates fell for all of the age groups except for 75 and older. The
reductions were extremely large for all of the age groups under 40 years, as first-time buyers are finding it
increasingly difficult to get into home ownership.

Figure 5
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Paradoxically, low interest rates are partly responsible for this disappointing change.
•

Exceptionally low interest rates created “affordability space”, which provided a lot of room for house
prices to increase, if local market circumstances permit.

•

In many of BC’s local market areas, housing supply did not keep up with demand.

•

Higher house prices mean that larger down payments are needed, and it takes longer to save the
required amounts. Many potential first-time buyers have been forced to delay (unless they can get help
from other sources, especially the Bank of Mom and Dad).

•

With prices continuing to rise rapidly, the down payment challenge is getting even worse.

Another challenge for potential first-time buyers is that changes in mortgage rules have reduced the
amounts they can borrow. Prior to the 2016 Census, there were five sets of changes to mortgage
insurance rules. Since the Census, there have been two more rule changes – the stress test for insured
mortgages, in late 2016 and now a stress test for most uninsured mortgages that takes effect January 1,
2018. In combination, the two stress tests will mean that for about 16% of all prospective home buyers,
the amounts they are allowed to borrow will be less than they can afford to borrow (based on their actual
interest rates).
It is highly likely that these combined pressures, from the housing market and from government policy, will
cause further reductions of home ownership rates during the next few years.
More information on these policy changes is available in a report for Mortgage Professionals Canada
(“Annual State of the Residential Mortgage Market in Canada”), which will be released on or about
December 5. That report will be available at https://mortgageproscan.ca/en/ and on my personal website.
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Home Ownership Rates Around the Province
The table below takes a quick look at changes in home ownership rates in the urban areas of BC. The
data shows that ownership rates fell in almost all areas. The only substantive rise was seen in Salmon Arm
(1.5 points). A few communities saw only small changes in their rates (Squamish, Port Alberni, and Prince
Rupert). In most cases there were substantial reductions. In short, the shift away from home ownership
was not restricted to just the largest or most expensive communities.

Will Dunning has been analyzing housing markets since 1982. His consulting firm provides custom analysis to
clients in the private, public, and non-governmental sectors.
His website is www.wdunning.com
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BC Residential Sales Summary for Q3, 2017

Median Sale Prices/BC All

Sales Counts/BC All
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A Message from our President
Sound real estate decisions are made using the best possible information. Incorporated in 1987, Landcor
Data Corporation has grown to be one of the most trusted providers of objective real estate data and
analysis in British Columbia.
Over the years we’ve helped hundreds of clients achieve their goals by offering the most comprehensive
real estate data, analysis and insight available. From real estate valuation and analysis to land economics
research and systems development, our staff of highly qualified experts are here to help you find solutions
to your real estate analysis and data needs. Landcor maintains the largest, most comprehensive database of
historical sales and current information on BC residential and commercial real estate.
Landcor’s database includes:
• BC Assessment data on 2.1+ million properties,
• Sales transaction data for BC, including prices updated weekly,
• Geographic location data used in reports

Rudy Nielsen, R.I., F.R.I
President

Landcor® Data Corporation
200 – 313 Sixth Street
New Westminster, BC
V3L 3A7
This report is provided by Landcor Data Corporation (“Landcor”) as a courtesy for general information purposes. Because the data in this report is provided to
Landcor by the British Columbia Government and its various agencies, Landcor has no control over the accuracy of the data. The information in this document (the
“content”) is therefore provided “as is” and “as available”. The content is provided without warranties of any kind, either express or implied, including, but not limited
to, implied warranties of merchantability, fitness for a particular purpose, or noninfringement. Landcor, its subsidiaries, or its licensors are not liable for any direct,
indirect, punitive, incidental, special or consequential damages that result from the use of this content. This limitation applies whether the alleged liability is based
on contract, tort, negligence, strict liability or any other basis, even if Landcor has been advised of the possibility of such damage.
Because s ome jurisdictions do not allow the exclusion or limitation of incidental or consequential damages, Landcor’s liability in such jurisdictions shall be limited
to the extent permitted by law. While this information is believed to be correct, it is represented subject to errors, omissions, changes or withdrawal without notice.
© 2017. All information herein is intended for information purposes only.
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